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"iz@éfifé{ébunSélﬁté AmeriTrust's C llective Investment ] H
1Retigemebt'Fpndt(the”?Fqnd?), a diversified, open-end I E
:inyestment“company:ofﬁthe Mmanagement-type-which is registrated - " ToE
%asisuch*undg:,thg@Ipyestént CompanyAAgtipr194oh as amended - . s
E(thew'Agtﬁ);}%The Fundﬁpffe;s;two*InVéstment‘9ortfq}iosJﬁor - ot
tinVéstment&by;nglifiedzrrusts,;whichinclude,individual“" e A
ftéfire@ent”trustfgccounts,establishedﬁunderntrust;agreementsf

withﬁAmériTrust:CdmpanyTNatiohal’ASsodiatx

( I 'an(the,'Bénkﬂ) as R S
A tiustép,?qnd‘pensionapr profit-sharing;trusts?benefiting one or LT
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. ~+This request for a no-action Position by the.Staff, which
.we .are Submitting -at the‘request of ‘the members of the. - -
i Supervisory Committee, hrisesibetauée:pf_the Custody . B
?Q::a@gemehgs for the assets of tbe:FUnd.;mUnder,the existing B k
arrangements, the Bank, which serves-ag investment*advisor;to_ RN
the:Fund, will ‘assume thq;sqfekeeping;of certain of the Fund's. e
-agsets, irsuant to“the Staff's current interpretative . N
-position; see 8 ./ available - . .. ~ |
‘necnger;31;¢127Zt the Bank's*roleias:igyestmen:;adviserrwbuld R
ubject¥the Fundgandfitsscustqdy’arrqngéments to the provisions - .
£ Rule’ 17£-2 under the Act. “In light.of the -significant v - -
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protectiohs afforded by the custody procedures at the Bank, as
- hereinafter described, we believe the Staff should grant the
" 1imited no-action relief requested in this letter.

_ The Fund is a trust established unde: the laws of the State
of ‘Ohio by the Bank. The Bank, a commercial bank organized
under the lsws of the United States, serves as investment
_ advisor to the Fund. 1In addition, the Bank, which satisfies
_ "the requirements for custodial banks set forth in Section 26 of
the Act, serves as custodian of the Fund's assets pursuant to a
- - management agreement between the Fund and the Bank. The
- majority of -the assets of the Fund will be held pursuant to
- subcustodial arrangements approved by the Supervisory Commnittee
~ -~ with Depository Trust Company, the Federal Reserve Bank of
" .Cleveland or agent banks, including U.S. Trust Company.

.. - -We are .aware of several SEC no-action and interpretative

- . letters which “take the position that where the investment

-7 “-adviser of an investment company performs the custodial or
- - .safekeeping function, the investment company may be deemed to

.. = =-~---have custody of its own assets within the meaning of Rule 17f-2
ule would be required, see

.’so that compliance with that R
) N me=-&- i ~—F ., available December 31, i
‘Fund, available December
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£ .. "-Rule 17£-2 specifies that: (1) the portfolio securities .-,
.and -similiar investments of the Fund must be deposited in €he -
‘~safekeeping of a bank oi:,.;other———_supervised;,comppny,‘i(Z);the -
" securities of the Fund must be physically segregated-and Tk
. subject to limited rights of withdrawal, (3) access to the R
PR gecurities must be limited to a small ‘number of duly authorized
“~.~persons, .and.(4) deposits”into and withdrawals from the custody
account must be subject to-detailed notational requirements
with all-such notations preserved for at least «ane year.

." 7" " We respectfully submit. that the custody arrangements under
.~ -which the asgets of the Fund are held provide ‘adequate -

- protection for the Fund and its Unitholders, and therefore that
",_strict compliance with Rule 17£-2 would be unduly burdensome to
the Fund and unnecessary for the protection of ite Unitholders.

-+ " 'A11 Fund investments maintained by the Bank (other than -
- securities deposited with :Depository Trxust Company, the Federal
»rve Bank of Cleveland' or short term securities held by an

faf‘:Rqse ) 4 ) 2 .
. agent’ bank, including U.S. Trust Company, and gecurities -
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© members of the Supervisory Committee of the Fund (who serve the
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excepted by paragraph (c) of Rule 17£-2) will be deposited for
safekeeping in a vault maintained by the Bank, and the
securities of the Fund will be physically segregated and
jdentified at all times in compliance with Rule 17£-2. No
member of the Supervisory Committee, officer or employee of the
Fund will have access to any of the securities or other
jnvestments held by the Bank. Only properly authorized

officers and employees of the Trust Securities Department will
have access to such securities and investments.

Securities maintained at Depository Trust Company, the -
Federal Reserve Bank of Cleveland or short term securities held
by agent banks are not subject to the physical control of the
Bank, and are maintained in an account of Depository Trust, the
Federal Reserve Bank of Cleveland or the agent bank which
includes only assets held by the Bank for its customers.

Instructions to Depository Trust, the Federal Reserve Bank of

,: “Cleveland .or an agent bank with respect to such securities are
. delivered by personnel employed in the Investment Manzgement

Division of the Trust Department of the Bank and are subject to

.~ -additional internal controls designed to prevent unauthorized
- instructions as required by Rule 17f-4. These controls
‘include: (1) limitations on the number of persons authorized

- to transmit instructions to Depository Trust, the Federal

“ Reserve Bank of Cleveland or an agent bank, (2) use of

passwords to jnsure that only properly authorized persons can

ﬁ.transmit instructions, (3) transmission by Depository Trust,

. the Federal Réserve Bank of Cleveland or an agent bank of

confirmations of each transaction to persons at the Bank other
than those who transmit the investment instructionms, i.e.,”
personnel employed by the Trust Support Division of the Trust
Department of the Bank, and (4) internal accounting controls
which subject all such confirmations from Depository Trust
Company, the Federal Reserve Bank of Cleveland or an agent bank

to daily proof against the transaction authorizations of. the

_Bank. Confirmations of all transactions on behalf of the Fund

in the Bank's account at Depository Trust, the Federal Reseive
Bank of Cleveland or the agent banks are transmitted by Trust
Support Division personnel to the advisory personnel who manage
the Fund's investment operations and initiate those

‘transactions. - )

We are of the Sbinion tﬁat‘Eﬁeftofegoingﬁarrangements

-comply substantially with the requirements of paragraphs (a)

through (e) of Rule 17f-2 and with the requirements of Rule
17€-4. oL, o . ) =
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.“--On the basispoiithe foregoing and at the request of the
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ﬂfﬁh&tionqas directors of a‘registered jnvestment company},

" .we-would appreciate the confirmation of- the staff that it would
on if the assets of the Fund

“* not recommend &ny enforcement acti
bcustodial arrangements o

.- _-were maintainéd pursuant to the su
.~ ¥ described above and without compliance with the strict .

;  requirements of Rule 17f-2(e).

uestions or wish any additional
dersigned at (202) 879-3844.
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5 IR If you have any q
¥ - information, please contact the un

e Very truly yours
» /A

Pt o Mary [Ellen Seravalli

* ces John C. Pollocﬁ, Esq..
AmeriTrust Combany:National Association

- _David H. Gunning, Esq. ~°
3;—Jones,fDay(>Rgavis_& Pogue
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Your letter of August 2§, 1987 requests our assurance that we would not
recommend any enforcement action to the Commission under paragraph (e) of rule
17f-2 under the Investment Company Act of 1940 ("1940 Act") Y/ if securities of
AmeriTrust's Collective Investment Retirement Fund ("FPund”) maintained with the
Depsitory frust Company, the Pederal Reserve Bank of Cleveland and an agent bank
{"subcustodians®), pursuant to Rule 17£-4 (d), 2/ are deposited and withdrawn in
accordance with internal controls, 3/ in addition to those required by paragraph
(d) of Rule 17f-4, 3/ rather than in campiiance with the notational requirements
of paragraph (e) of Rule 17£-2. Because the Fund's custodian, AmeriTrust Company
National Association ("Bank"), also serves as the Fund's adviser, the Pund is
deened to be a self-custodian, requiring the Fund's campliance with Rule 17£-2.
See Pegasus Incame & Capital Fund, Inc. (pub. avail, pec. 31, 1977). You argue
. that the internal controls provide adequate protection to the Fund and Unitholders
- since they are designed to prevent the same unauthorized instructions as paragraph
= © (e)of Rule 17f-2. You ask for no-action relief only with respect to Fund assets
-maintained with the Subcustodians; you represent that the Fund will comply with R
every provision of Rule 17f-2, including paragraph (e), with respect to Fund '
secwrities maintained with the Bank itself. ) I

.~ We would not recammend any enforcement action;;to’ the Cammission a?gamstthe:
~ Fund or the Bank under paragrap (e) of Ruleﬂl?f;zzifr;mnd;sgguri@:i:gsixqaipgaiiged

. 1/ hle 17f-2-sets forth the conditions under which securities of a registered - s
“~ ° management investment campany can be maintained in its custody. Paragraph M
(e) of the rule provides, in part, that every person depositing or withdraw-
Ing “securities fram a qualified depository or when ordering their withdrawal
= ~ ad_delivery fram the safekeeping of the bank, shall sign a notation, includ-- - =
ing "(1) the date and time of each deposit, withdrawal, or order, (2) the - - =%
. title'and amount of the securities deposited, withdrawn, or ordered and .
 identification by certificate numbers or otherwise, (3) the manner of acquici-
~tion "of -the securities deposited, or :the purpose for which they have been
-~ vithdrawn, and (4) if withdrawn and delivered.to another person the name of. -
- such - person, LT ) BT =T

_ ﬁié;l;ff;?(d) _pernits, under certain conditions, an investment campany . 0 ¥
-~ austodian to deposit-securities  in-a clearing ‘agency that-acts as a securi-
ties depository as defined in paragragh (b) of the rule. e i

S

- 3/ -Internal controls include (1) limitations on the number of persons authorized
" ..+ to.transmit instructions’to the Subcustodians, (2) use of passwords-to insure
_ that only properly authorized persons can transmit instructions, (3) transmis-
‘. sln by Subcustodians of confirmations of each transaction to designated per- T
‘ .8mng. at ‘the Bank, and (4)- internal”accounting ‘controls that subject all

-confirmations fram Subcustodians to daily proof - against the transaction. = -~ - " .- §

-authorizationg of- the Bank ("Internal Controls®), ~~ . =~ = 7 -
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* by the Subcustodians are deposited and withdrawn in accordance with the internal

* controls outlined in your letter. Our position is based on the representations

. "contained in your letter and is applicable only to securities maintained with the

e Subcustodians and not to those assets maintained with the Bank. Because this

position is based upon your representations, you should note that any different
facts or conditions may require a different conclusion. Further, this response
“only expresses the Division's position on enforcement action and does not purport
“ to express any legal or interpretive conclusions on the questions presented. .

A Sl

A. Thamas Smith III
Attorney
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